FY 2007-08 Performance-Based Salary Advancement Plan

Purpose:

The purpose of this plan is to recognize employees’ performance in an equitable manner so
that they will be motivated to continue to perform at a high level. The plan is also designed to
work in concert with the placement in range methodology adopted by Maricopa County to
address equity issues between positions in the same market range, while continuing to reward
superior employee performance. Performance-based salary advancements are intended to
provide employees with compensation growth through their respective market ranges over
time. The average amount of funded performance-based salary advancements is based on the
Bureau of Labor Statistics’ Employee Cost Index for State and Local Government wages and
salaries, as well as other state and regional labor cost data.

Background:

The compensation strategy described in this document is a continuation of the pay for
performance compensation strategy began in FY 2004-05, which facilitated the County moving
to a more regular compensation funding and distribution system.

There are two compensation options identified. The first provides permanent salary
adjustments to eligible employees who are below the maximum of their salary range. The
second provides a one-time lump sum payment to eligible employees who are at the maximum
of their salary range (i.e., “redlined” employees).

Applicability:

The guidelines and process outlined in this plan will apply to all performance-based salary
advancements awarded in FY 2007-08. No performance-based salary advancements will be
awarded outside of this process. (The only other form of base salary increases permitted are
market increases and internal equity corrections as authorized by the Employee Compensation
Division.) Participation in this process is a condition for Board appropriation of funds. For
elected and judicial branch agencies, the Office of Management and Budget may approve
minor variances from specific guidelines in this plan if they are consistent with the overall
direction, and there is no increased annualized budgetary impact.

The references herein to County departments shall be deemed to refer to the special district as
appropriate.

Employee Eligibility:

Employees will be eligible for performance-based salary advancements if they meet the
following criteria:

a) Employed on a full or part-time basis in classified, unclassified or contract status.
Temporary employees are not eligible.

b) Employed continuously in their current position/job title for at least one year as of
the effective date of their salary advancement. Salary advancements for
employees eligible mid-year will be pro-rated based on the remaining time in the
fiscal year.



c)

d)

Employed by any County department, Judicial Branch Department of Special
District.

Have a current performance appraisal (completed within the last 12 months) in
the PeopleSoft system or on file in with General Government Department,
Employee Records Division as of the effective date of the salary advancement,
with a performance rating of 3 (Meets or Base Performance) or higher.

May not be on initial or performance probation as of the effective date of their
salary advancement.

Departments that wish to grant a performance based increase to an employee
who becomes eligible during FYO08 but following a market increase implemented
in FY08 must consult with the Employee Compensation Division before doing so,
as the rate of increase must be adjusted to reflect the impact of the market
increase on internal equity.

Employees will be eligible for a performance-based, one-time lump sum payment if they meet
the following criteria:

a)

b)
c)
d)

e)

9)

Must be “redlined” — that is, earning at or above the maximum salary allowable
for their position based on a market analysis completed and implemented by the
Employee Compensation Division.

Employed on a full or part-time basis in classified, unclassified or contract status;
temporary employees are not eligible.

Employed continuously in their current position/job title for at least one year as of
the effective date of their salary advancement.

Employed by any County department, Judicial Branch Department of Special
District.

Have a current performance appraisal (completed within the last 12 months) in
the PeopleSoft system or on file in with General Government Department,
Employee Records Division as of the effective date of the salary advancement,
with a performance rating of 3 (Meets or Base Performance) or higher.

May not be on initial or performance probation as of the effective date of their
salary advancement.

Departments that wish to grant a performance based one-time lump sum
increase to an employee who becomes eligible during FY08 but following a
market increase implemented in FY08 must consult with the Employee
Compensation Division before doing so, as the rate of increase must be adjusted
to reflect the impact of the market increase on internal equity.

Department Expenditure Caps:

The annualized cost of each department’s implementation plan for performance-based salary
advancements may not exceed not more than 3.5% of its budgeted regular salaries and
associated variable benefits by fund (excluding amounts budgeted for positions with salaries
defined by statute, such as elected officials, and executive-level positions, which will be funded

centrally).

Employee Award Guidelines:

Eligible employees will receive performance-based salary adjustments based on their current
performance evaluation. Increases will be applied to the employee’s current base salary
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(unless the employee is over the maximum pay rate for their position). Within a department,
the highest percentage increase awarded to any employee with a specific performance rating
must be less than the lowest percentage increase awarded to any employee with the next
highest performance rating. (This standard is called “The Consistency Test”.) For example, an
employee with a rating of “3” may not receive a 5% increase if any other employee in the same
department with a rating of “4” is to receive an increase of less than 5%.

Although performance increases must average not more than 3.5%in order for departments to
stay within their funding allocation, individual increases may and should vary from this amount
based on individual performance ratings. Please note that performance increases exceeding
10% will require approval by the Compensation Review Committee prior to implementation,
which may delay implementation of these increases.

Employees eligible for performance-based, one-time lump sum payments will receive them
based on their current performance evaluation. Individual increases must also comply with the
Consistency Test as outlined above. For example, an employee with a rating of “3” may not
receive a larger incentive payment than any other employee in the same department with a
rating of “4” or higher.

Allocation Guidelines:

Given that pay increases will be based solely on performance, department directors are
strongly encouraged to meet with their managers and supervisors regarding standards and
expectations for performance plans and appraisals. Supervisors and managers are
encouraged to attend County-sponsored training on this topic. Managers and supervisors
should evaluate employees based on established performance plans, which tie directly to the
department’s strategic plan and goals. Employees should be evaluated on criteria that are
objective and measurable. All employees must be rated on the County’s standard five-point
scale, unless an exception is requested and granted by the General Government Department.

It should be noted that funds have been earmarked in FY 2007-08 to cover market
adjustments for a very limited number of staff. Departmental management is encouraged to
communicate with the Employee Compensation Division within OMB on market-based salary
concerns. All requests will be prioritized based on demonstrated recruitment and retention
difficulties, as well as impact on service delivery and ability to meet departmental goals.
Please do not attempt to address market-based salary issues through the performance pay
process.

Funding Allocation:

Departments’ expenditure appropriated budget targets will be adjusted as necessary to fund
implementation of this approved performance-based salary adjustment plan, not to _exceed
3.5% of budgeted regular salaries and associated variable benefits by fund (excluding
amounts budgeted for positions with salaries defined by statute and executive-level positions).

Effective Dates:

For initially eligible employees, salary advancements will be effective July 2, 2007. For
employees who become eligible later in the fiscal year, effective dates may be at the beginning
of the next pay period after their eligibility date up to June 30, 2008.



Approval and Implementation:

1. Departments will be provided a standardized spreadsheet which lists all employees.
Departments are expected to verify that all employees are included, and that employee-
level information (such as position, position entry date, etc.) is correct, and indicate
each employee’s performance rating. Spreadsheets will be submitted to OMB,
Employee Compensation Division for review. Copies of employee evaluations should
be sent to Employee Records prior to submission of the pay for performance
spreadsheet in order to document the ratings listed in the spreadsheet.

2. OMB will review each department’'s implementation plan for completeness and
adherence to the approved guidelines. Funding will be reserved for employees with
less than one year in their position.

3. Once a department plan is approved, the Office of Management and Budget will work
with departments to implement the salary advancements as soon as possible.
Retroactive pay will be provided if adjustments cannot be implemented by the targeted
effective date.



